^APPENDIX A.

Extracts from a note on Long-term Capital

by
Dr. P. S. Lokanathan, Madras.

As regards long-term capital the problem should be
broken up into parts with a view to its proper understand-
ing. There is first of all the question of the supply of ini-
tial capital which ultimately should be raised from the
public in the form of ordinary and preference shares. But
between the stages of promoting of the business and its
ultimate ownership in the hands of investing public, there
is a definite time lag and some machinery is needed to fill
the gap.

Two methods are open either alternatively or in com-
bination. (1) Some of the bigger joint stock banks may
adapt themselves to undertake the mixed banking charac-
teristic of Germany and other continental countries. There
is a risk in this, but the major banks may undertake the
task without serious danger. (2) A special institution may
be established by the banks themselves as a subsidiary on
which industrial interests too may be represented. Neither
of these methods requires any State assistance.

There is next the problem of long-term capital for
development, extension and also occasionally during the
periods of relative adversity. It is here that the role of
the State can be employed with advantage to the country.
There are no financial institutions at present which can
give to industry the long term credit it requires.

The experience of other countries is of great value
here. The Industrial Bank of Japan started with a large
Government subsidy is an instance of a Bank which
has played large part in the importation of for-
eign capital, in securing the Industrial development
of the country, in developing shipping and in fin-
ancing medium sized and even small scale indus-
tries. But the most outstanding development in re-
cent years is the formation of what are known as Industrial
Mortgage Banks granting long-term amortisation loan
against industrial property like factories, plant, etc. What

* These appendices to the Report contained material which is-also
found in the separate notes added by each writer.                             Editor.
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